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in recent years, that if the exchanges fall, inflation
must necessarily follow. \Ye know that very often this
happens. "We know that governments are often foolish
and craven and that false views of the functions of
money are widely prevalent. But there is no inevitable
connection between a fall in the exchanges and a
decision to set the printing presses working. A new
human volition interrupts the chain of "causation".
But between the issue of paper money and the fall in
its external value, no change in the assumed disposition
to action on the part of the various economic subjects
concerned is contemplated. All that happens is, as
it were, that the exchange index moves to a lower
level.
A more complicated example of the same dis-
tinction is provided by the Reparations controversy.
Suppose that it could be shown that the external
demand for German products was very inelastic, so
that in the short period, at any rate, the degree of
necessary transfer burden over and above the burden
of paying the domestic taxes was very great. In such
circumstances it might be argued that the present
crisis was directly due to purely economic factors.
That is to say that, up to the point at which panic
supervened, the various complications were entirely
due to obstacles implicit in the given conditions of
world supply and demand.1 But suppose it can be
shown that the prime cause of the present difficulty
was financial panic, induced by the fear of political
revolt at the magnitude of the original tax burden,
then it cannot be argued that the train of causation
was wholly economic. The political reaction to the
1 This is the limiting case discussed in Dr. Machiup's Transfer und
Preisbcwtgung (Zetischrift fiir Natianalokcnomie, vol.i., pp. 555-561).